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H 4248.1

HOUSE BI LL 2776

State of WAshi ngt on 55th Legislature 1998 Regul ar Sessi on
By Representatives Zellinsky, Anderson, L. Thomas, Quall, Benson and
G ant

Read first tinme 01/20/98. Referred to Committee on Financial

I nstitutions & | nsurance.

AN ACT Relating to annual rate adjustnents for health plans;
amendi ng RCW48. 20. 028, 48. 21. 045, 48.44.022, 48. 44.023, 48. 46. 064, and
48. 46. 066; and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW 48.20.028 and 1997 c¢ 231 s 207 are each anended to
read as foll ows:

(1)(a) An insurer offering any health benefit plan to any
i ndi vi dual shall offer and actively market to all individuals a health
benefit plan providing benefits identical to the schedule of covered
health benefits that are required to be delivered to an individua
enrolled in the basic health plan subject to RCW 48.43.025 and
48.43.035. Nothing in this subsection shall preclude an insurer from
of fering, or an individual frompurchasing, other health benefit plans
t hat may have nore or | ess conprehensive benefits than the basic health

pl an, provided such plans are in accordance with this chapter. An
insurer offering a health benefit plan that does not include benefits
provided in the basic health plan shall clearly disclose these
differences to the individual in a brochure approved by the

conm ssi oner.
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(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 20. 390, 48.20.393, 48.20.395, 48.20.397, 48.20.410, 48.20.411,
48. 20. 412, 48.20.416, and 48.20.420 if the health benefit plan is the
mandatory offering under (a) of this subsection that provides benefits
identical to the basic health plan, to the extent these requirenents
differ fromthe basic health plan.

(2) Premuns for health benefit plans for individuals shall be
cal culated using the adjusted community rating nethod that spreads
financial risk across the <carrier’s entire individual product
popul ation. All such rates shall conformto the foll ow ng:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the prinmary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsecti on.

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fheratechargedtor—ahealthbenetHit—planofferedunderthis
seetton—may—not—be—adiusted—more—frequentty—than—annually)) Every

i ndi vidual maki ng an application for a health benefit plan or renew ng
a health benefit plan offered under this section nust be offered a rate
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t hat cannot be adjusted nore frequently than annually as neasured from

the tinme that the individual obtains or renews coverage, except that

the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirenents affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

(3) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
heal th benefit plans offered to small enployers under RCW 48. 21. 045.

(4) As used in this section, "health benefit plan,"” "basic health
pl an,"” "adjusted community rate," and "well ness activities" nean the
sane as defined in RCW48. 43. 005.

Sec. 2. RCW48.21.045 and 1995 ¢ 265 s 14 are each anended to read
as follows:

(1)(a) An insurer offering any health benefit plan to a smal
enpl oyer shall offer and actively nmarket to the small enployer a health
benefit plan providing benefits identical to the schedule of covered
health services that are required to be delivered to an individua
enrolled in the basic health plan. Nothing in this subsection shal
preclude an insurer fromoffering, or a small enpl oyer from purchasing,
ot her health benefit plans that may have nore or |ess conprehensive
benefits than the basic health plan, provided such plans are in
accordance with this chapter. An insurer offering a health benefit
plan that does not include benefits in the basic health plan shall
clearly disclose these differences to the small enployer in a brochure
approved by the comm ssioner.
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(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48.21.130, 48.21.140, 48.21.141, 48.21.142, 48.21.144, 48.21.146
48.21.160 through 48.21.197, 48. 21. 200, 48. 21. 220, 48. 21. 225,
48.21. 230, 48.21.235, 48.21.240, 48.21.244, 48.21.250, 48.21.300,
48. 21. 310, or 48.21.320 if: (1) The health benefit plan is the
mandatory offering under (a) of this subsection that provides benefits
identical to the basic health plan, to the extent these requirenents
differ fromthe basic health plan; or (ii) the health benefit planis
offered to enployers with not nore than twenty-five enpl oyees.

(2) Nothing in this section shall prohibit an insurer from
of fering, or a purchaser fromseeking, benefits in excess of the basic
heal th plan services. Al forms, policies, and contracts shall be
submtted for approval to the conm ssioner, and the rates of any plan
offered under this section shall be reasonable in relation to the
benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The insurer shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The insurer shall be permtted to devel op separate rates for
i ndi vi dual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primry
payer. Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

HB 2776 p. 4



© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDMDDNMNDNDNDDNMNMNDNMDNMNMNMNMMNEPRPPRPEPRPRPRPPRPERPRPERPPRPRE
0O NO Ol A W NPEFP O OOWuNO O P WNEPEOOOWOOLwWNO O wdNDEe. o

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fhrerate—chargedtor—ahealth-benetit—planofferedunderthis
seettonmaynot—beadiustedmorefrequentbythanannually)) Every snal

enpl oyer making an application for a health benefit plan or renewi ng a
health benefit plan offered under this section nust be offered a rate
t hat cannot be adjusted nore frequently than annually as neasured from
the tinme that the individual obtains or renews coverage, except that
the prem um may be changed to reflect:

(1) Changes to the enroll nent of the small enpl oyer;

(ii) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(iv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all small groups purchasing coverage.

(4) The health benefit plans authorized by this section that are
| ower than the required offering shall not supplant or supersede any
exi sting policy for the benefit of enployees inthis state. Nothing in
this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
an insurer in determning whether to provide coverage to a smal
enpl oyer shall be applied uniformy anong all small enpl oyers appl yi ng
for coverage or receiving coverage fromthe carrier
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(b) An insurer shall not require a mninmm participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) An insurer may not increase any requirenent for mninmm
enpl oyee participation or nodify any requirenment for m ninmum enpl oyer
contribution applicable to a small enployer at any tinme after the small
enpl oyer has been accepted for coverage.

(6) An insurer must offer coverage to all eligible enployees of a
smal | enpl oyer and their dependents. An insurer may not offer coverage
to only certain individuals or dependents in a small enpl oyer group or
to only part of the group. An insurer may not nodify a health plan
wWith respect to a small enployer or any eligi bl e enpl oyee or dependent,
through riders, endorsenents or otherwise, to restrict or exclude
coverage or benefits for specific diseases, nedical conditions, or
servi ces otherwi se covered by the plan.

(7) As wused in this section, "health benefit plan,” "snall
enpl oyer,"” "basic health plan,” "adjusted comunity rate,"” and
"wel | ness activities" nmean the sanme as defined in RCW48. 43. 005.

Sec. 3. RCW 48.44.022 and 1997 ¢ 231 s 208 are each anended to
read as foll ows:

(1)(a) Ahealth care service contractor offering any health benefit
plan to any individual shall offer and actively market to al
i ndi vidual s a health benefit plan providing benefits identical to the
schedul e of covered health benefits that are required to be delivered
to an individual enrolled in the basic health plan, subject to the
provisions in RCW48. 43. 025 and 48.43.035. Nothing in this subsection
shall preclude a contractor from offering, or an individual from
purchasi ng, other health benefit plans that nmay have nore or |ess
conprehensi ve benefits than the basic health plan, provided such pl ans
are in accordance with this chapter. A contractor offering a health
benefit plan that does not include benefits provided in the basic
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heal th plan shall clearly disclose these differences to the individual
in a brochure approved by the comm ssioner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 44. 225, 48.44.240, 48.44.245, 48.44.290, 48.44.300, 48.44. 310,
48. 44. 320, 48.44.325, 48.44.330, 48.44.335, 48.44.340, 48.44. 344,
48. 44. 360, 48.44. 400, 48.44.440, 48.44.450, and 48.44.460 if the health
benefit plan is the mandatory offering under (a) of this subsection
that provides benefits identical to the basic health plan, to the
extent these requirenments differ fromthe basic health plan.

(2) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health care service contractor shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health care service contractor shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nmedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fheratechargedtor—ahealthbenetHit—planofferedunderthis
seetton—may—not—be—adiusted—more—frequentty—than—annually)) Every
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i ndi vi dual nmaking an application for a health benefit plan or renew ng
a health benefit plan offered under this section nust be offered a rate
t hat cannot be adjusted nore frequently than annually as neasured from
the tinme that the individual obtains or renews coverage, except that
the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirements affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

(3) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
health benefit plans offered to snmall enpl oyers under RCW 48. 44. 023.

(4) As used in this section and RCW 48.44.023 "health benefit
plan,” "small enployer,”™ "basic health plan," "adjusted comrunity
rates,” and "wellness activities" nean the sanme as defined in RCW
48. 43. 005.

Sec. 4. RCW48.44.023 and 1995 ¢ 265 s 16 are each anended to read
as follows:

(1)(a) A health care services contractor offering any health
benefit plan to a small enpl oyer shall offer and actively market to the
smal | enployer a health benefit plan providing benefits identical to
the schedule of covered health services that are required to be
delivered to an individual enrolled in the basic health plan. Nothing
in this subsection shall preclude a contractor from offering, or a
smal | enployer from purchasing, other health benefit plans that my
have nore or |ess conprehensive benefits than the basic health plan,
provi ded such plans are in accordance with this chapter. A contractor
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offering a health benefit plan that does not include benefits in the
basic health plan shall clearly disclose these differences to the smal
enpl oyer in a brochure approved by the comm ssioner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 44. 225, 48.44.240, 48.44.245, 48.44.290, 48.44.300, 48.44.310,
48. 44. 320, 48.44.325, 48.44.330, 48.44.335, 48.44.340, 48.44.344,
48. 44. 360, 48.44.400, 48.44.440, 48.44.450, and 48.44.460 if: (i) The
health benefit plan is the mandatory offering under (a) of this
subsection that provides benefits identical to the basic health plan,
to the extent these requirenents differ fromthe basic health plan; or
(11) the health benefit planis offered to enployers with not nore than
twenty-five enpl oyees.

(2) Nothing in this section shall prohibit a health care service
contractor from offering, or a purchaser from seeking, benefits in
excess of the basic health plan services. Al forns, policies, and
contracts shall be submtted for approval to the conm ssioner, and the
rates of any plan offered under this section shall be reasonable in
relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The contractor shall develop its rates based on an adjusted
comunity rate and may only vary the adjusted comunity rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The contractor shall be permtted to devel op separate rates for
i ndi vidual s age sixty-five or older for coverage for which nedicare is
the primary payer and coverage for which nedicare is not the primary
payer. Both rates shall be subject to the requirenents of this
subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
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© 00 N O Ol WDN P

W W W W W W WwWwwWwMNDNDNDMDNDNMNDNMDDNMNMNDNMNMNMNMDNPEPRPPRPERPRPRPPRPERPRPRERPPRPRE
0O NO Ol A W NPEFP O OOLuNOD O P WMNEPEOOOWOOLwWNO O owDNDER. o

on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fherate—chargedtor—ahealthbenetHit—planofferedunderthis
seettonmaynot—beadiustedmorefrequentbythanannually)) Every snal

enpl oyer making an application for a health benefit plan or renewing a
health benefit plan offered under this section nust be offered a rate
t hat cannot be adjusted nore frequently than annually as neasured from
the tinme that the individual obtains or renews coverage, except that
the prem um may be changed to reflect:

(1) Changes to the enrollnent of the small enpl oyer;

(ii) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(tv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage.

(4) The health benefit plans authorized by this section that are
| ower than the required offering shall not supplant or supersede any
exi sting policy for the benefit of enployees in this state. Nothing in
this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a contractor in determning whether to provide coverage to a smal

HB 2776 p. 10
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enpl oyer shall be applied uniformy anong all small enpl oyers appl yi ng
for coverage or receiving coverage fromthe carrier

(b) A contractor shall not require a mninmum participation |evel
greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A contractor may not increase any requirenent for mninmm
enpl oyee participation or nodify any requirenent for m ninmum enpl oyer
contribution applicable to a small enployer at any tinme after the small
enpl oyer has been accepted for coverage.

(6) A contractor nust offer coverage to all eligible enployees of
a small enployer and their dependents. A contractor may not offer
coverage to only certain individuals or dependents in a small enpl oyer
group or to only part of the group. A contractor may not nodify a
health plan with respect to a small enployer or any eligible enpl oyee
or dependent, through riders, endorsenents or otherw se, torestrict or
excl ude coverage or benefits for specific di seases, nedical conditions,
or services otherw se covered by the plan.

Sec. 5. RCW 48.46.064 and 1997 ¢ 231 s 209 are each anended to
read as foll ows:

(1)(a) A health mintenance organization offering any health
benefit plan to any individual shall offer and actively market to al
i ndi vidual s a health benefit plan providing benefits identical to the
schedul e of covered health benefits that are required to be delivered
to an individual enrolled in the basic health plan, subject to the
provisions in RCW48. 43. 025 and 48.43.035. Nothing in this subsection
shal | preclude a health mai ntenance organi zation fromoffering, or an
i ndi vi dual from purchasing, other health benefit plans that may have
nore or |ess conprehensive benefits than the basic health plan,
provi ded such plans are in accordance with this chapter. A health
mai nt enance organi zation offering a health benefit plan that does not
i nclude benefits provided in the basic health plan shall clearly
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di scl ose these differences to the individual in a brochure approved by
t he conm ssi oner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 46. 275, 48.46.280, 48.46.285, 48.46.290, 48.46.350, 48.46. 355,
48. 46. 375, 48. 46. 440, 48. 46. 480, 48.46.510, 48. 46. 520, and 48.46.530 i f
the health benefit plan is the mandatory offering under (a) of this
subsection that provides benefits identical to the basic health plan,
to the extent these requirenments differ fromthe basic health plan.

(2) Premumrates for health benefit plans for individuals shall be
subject to the foll ow ng provisions:

(a) The health mai ntenance organi zation shall develop its rates
based on an adjusted comunity rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(1i1) Age;

(1v) Tenure discounts; and

(v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnments which shall begin
wi th age twenty and end with age sixty-five. Individuals under the age
of twenty shall be treated as those age twenty.

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renments of this subsection

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the lowest rate for all age groups
on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fhrerate—chargedtfor—ahealthbenetit+—planofferedunderthis
seetton—may—not—be—adiusted—more—frequentty—than—annually)) Every

i ndi vidual maki ng an application for a health benefit plan or renew ng
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a health benefit plan offered under this section nust be offered a rate

t hat cannot be adjusted nore frequently than annually as neasured from

the tinme that the individual obtains or renews coverage, except that

the prem um may be changed to reflect:

(i) Changes to the famly conposition

(1i) ©Changes to the health benefit plan requested by the
i ndi vi dual ; or

(ti1) Changes in governnent requirenents affecting the health
benefit pl an.

(g) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(h) Atenure discount for continuous enrollnment in the health plan
of two years or nore may be offered, not to exceed ten percent.

(3) Adjusted community rates established under this section shal
pool the nedical experience of all individuals purchasing coverage, and
shall not be required to be pooled with the nedical experience of
health benefit plans offered to snmall enpl oyers under RCW 48. 46. 066.

(4) As used in this section and RCW 48.46.066, "health benefit
plan," "basic health plan,” "adjusted comunity rate," "small
enpl oyer,"” and "well ness activities" nean the sane as defined in RCW
48. 43. 005.

Sec. 6. RCW48.46.066 and 1995 ¢ 265 s 18 are each anended to read
as follows:

(1)(a) A health nmintenance organization offering any health
benefit plan to a small enpl oyer shall offer and actively market to the
smal | enployer a health benefit plan providing benefits identical to
the schedule of covered health services that are required to be
delivered to an individual enrolled in the basic health plan. Nothing
in this subsection shall preclude a health maintenance organization
from offering, or a small enployer from purchasing, other health
benefit plans that may have nore or |ess conprehensive benefits than
the basic health plan, provided such plans are in accordance with this
chapter. A health maintenance organi zation offering a health benefit
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plan that does not include benefits in the basic health plan shall
clearly disclose these differences to the small enployer in a brochure
approved by the comm ssioner.

(b) A health benefit plan shall provide coverage for hospita
expenses and services rendered by a physician |icensed under chapter
18.57 or 18.71 RCW but is not subject to the requirenents of RCW
48. 46. 275, 48.46.280, 48.46.285, 48.46.290, 48.46.350, 48.46. 355,
48. 46. 375, 48.46.440, 48.46.480, 48.46.510, 48.46.520, and 48.46.530
if: (i) The health benefit plan is the mandatory offering under (a) of
this subsection that provides benefits identical to the basic health
plan, to the extent these requirenents differ from the basic health
plan; or (ii) the health benefit planis offered to enployers with not
nmore than twenty-five enpl oyees.

(2) Nothing in this section shall prohibit a health maintenance
organi zation fromoffering, or a purchaser from seeking, benefits in
excess of the basic health plan services. Al forns, policies, and
contracts shall be submtted for approval to the conm ssioner, and the
rates of any plan offered under this section shall be reasonable in
relation to the benefits thereto.

(3) Premumrates for health benefit plans for small enployers as
defined in this section shall be subject to the foll ow ng provisions:

(a) The health nmaintenance organi zation shall develop its rates
based on an adjusted community rate and may only vary the adjusted
community rate for:

(1) Geographic area;

(1i1) Famly size;

(ri1) Age; and

(1v) Wellness activities.

(b) The adjustnment for age in (a)(iii) of this subsection nay not
use age brackets smaller than five-year increnents, which shall begin
with age twenty and end with age sixty-five. Enployees under the age
of twenty shall be treated as those age twenty.

(c) The health maintenance organization shall be permtted to
devel op separate rates for individuals age sixty-five or older for
coverage for which nedicare is the primary payer and coverage for which
medi care is not the primary payer. Both rates shall be subject to the
requi renents of this subsection (3).

(d) The permtted rates for any age group shall be no nore than
four hundred twenty-five percent of the |lowest rate for all age groups
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on January 1, 1996, four hundred percent on January 1, 1997, and three
hundred seventy-five percent on January 1, 2000, and thereafter.

(e) A discount for wellness activities shall be permtted to
reflect actuarially justified differences in wutilization or cost
attributed to such prograns not to exceed twenty percent.

(f) ((Fherate—chargedtor—ahealthbenetHit—planofferedunderthis
seettonmaynot—beadiustedmorefrequentbythanannually)) Every snal

enpl oyer making an application for a health benefit plan or renewing a
health benefit plan offered under this section nust be offered a rate
t hat cannot be adjusted nore frequently than annually as neasured from
the tinme that the individual obtains or renews coverage, except that
the prem um may be changed to reflect:

(1) Changes to the enrollnent of the small enpl oyer;

(ii) Changes to the famly conposition of the enployee;

(ti1) Changes to the health benefit plan requested by the snal
enpl oyer; or

(tv) Changes in governnent requirenments affecting the health
benefit pl an.

(g) Rating factors shall produce prem uns for identical groups that
differ only by the anmounts attributable to plan design, with the
exception of discounts for health inprovenent prograns.

(h) For the purposes of this section, a health benefit plan that
contains arestricted network provision shall not be considered simlar
coverage to a health benefit plan that does not contain such a
provision, provided that the restrictions of benefits to network
providers result in substantial differences in clains costs. Thi s
subsection does not restrict or enhance the portability of benefits as
provi ded in RCW 48. 43. 015.

(1) Adjusted community rates established under this section shal
pool the nedical experience of all groups purchasing coverage.

(4) The health benefit plans authorized by this section that are
| ower than the required offering shall not supplant or supersede any
exi sting policy for the benefit of enployees in this state. Nothing in
this section shall restrict the right of enployees to collectively
bargain for insurance providing benefits in excess of those provided
herei n.

(5)(a) Except as provided in this subsection, requirenents used by
a health maintenance organization in determ ning whether to provide
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coverage to a small enpl oyer shall be applied uniformy anong all snal
enpl oyers appl yi ng for coverage or receiving coverage fromthe carrier.

(b) A health mai ntenance organi zation shall not require a m ni num
participation | evel greater than:

(i) One hundred percent of eligible enployees working for groups
with three or | ess enpl oyees; and

(1i1) Seventy-five percent of eligible enpl oyees working for groups
with nore than three enpl oyees.

(c) I'napplying m nimumparticipation requirenents with respect to
a small enployer, a small enployer shall not consider enployees or
dependents who have sim |l ar existing coverage in determ ning whether
t he applicabl e percentage of participation is net.

(d) A health nmaintenance organization may not increase any
requirenent for mninum enployee participation or nodify any
requi renent for mninmum enployer contribution applicable to a small
enpl oyer at any tine after the snmall enployer has been accepted for
cover age.

(6) A health nmai ntenance organization nust offer coverage to al
el i gible enpl oyees of a small enpl oyer and their dependents. A health
mai nt enance organization may not offer coverage to only certain
i ndi vi dual s or dependents in a small enployer group or to only part of
the group. A health maintenance organi zation may not nodify a health
plan with respect to a small enployer or any eligible enployee or
dependent, through riders, endorsenents or otherwi se, to restrict or
excl ude coverage or benefits for specific di seases, nedical conditions,
or services otherw se covered by the plan.

NEW SECTION.  Sec. 7. | f specific funding in the anount of two
hundred si x thousand dollars for the purposes of this act, referencing
this act by bill or chapter nunber, is not provided by June 30, 1998,
in the omi bus appropriations act, this act is null and voi d.

~-- END ---
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